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THE POTASH SITUATION 1/ | 
By Bertrand L, Johnson 2/ 


As potash is more necessary to the agricultural economy of the 
Tnited States now than ever before it is gratifying to find that the 
virtual stoppage of imports from Germany in late 1939 caused none of the 
anxious foreboding that gripped American farmers in 1914, For long de- 
cades this country, in common with the rest of the world, depended upon 


setman potash, but today our expanded needs can be met from domestic 
SOUrCES, 


The present armed conflict in Europe, like that of 1914, disrupted 
aworld monopoly, but the cartel that in recent years controlled 90 per= 
cent of the world output (see fig. 1) was an international syndicate com~ 
prising French, Polish, and Spanish as well as German producers and having 
reported sales agreements covering production in the U. S. S. R. and 
falestine, The break-up of these commercial agreements has necessitated _ 
readjustments but generates no such alarm as the closing of a single source 
of supply. In striking contrast to the critical shortage that developed 
a quarter century ago, no increase in prices has occurred or is anticipated 
in the domestic market, - 


POST-WAR CHANGES IN THE. INTERNATIONAL SITUATION 


Before the World War Germany enjoyed a virtually complete monopoly of 
world trade in potash owing to possession of the only important kmown de- 
dosits of soluble potash salts, The German producers had educated the 
world to the need of potash and had built up a world-wide demand for German 
Potash salts, both in industry and agriculture, (See fig. 2) 


The World War destroyed Germany's hold on world trade in potash but 
also cut off the only source of potash into the United States, Prompted by 
this crisis the search for domestic potash, already begun because of res~ 
trictions by the recently nationalized German industry, was intensified, 
Zefore long, under the abnormal economic condition of the war, a great 
variety of potash—-bearing materials began to be utilized, most of which, 
however, were usable only in emergency and could not survive the intense 
Competition that developed as soon as normal sources were again accessible, 


y The Bureau of Mines will welcome reprinting of this paper, provided the 


following footnote acknowledgment is used: "Reprinted from Bureau of 
Mines Information Circular 7117." 


2/ Associate mineral economist, Nonmetal Economics Division, Bureau of Mines, 
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The Versailles Treaty started competitive development in three 
countries of the then-known large potash deposits, all of which had 
previously been comprised within the borders of the Central Powers, It 
gave the Alsatian deposits to France and the Galician deposits to the 
recreated State of Poland, The former immediately were placed under 
Government control, and Poland also began active development of its potash 
as a national industry, Prices were forced down so that in 1924 Germany 
and France agreed to partition the important American market and in 1925 
extended their agreement to cover all foreign markets, This two-nation 
agreement was the beginning of the international cartel which took over 
the functions of the pre-war German monopoly in controlling overproduction 
and allocating orders, 


Later, however, extensive potash deposits were ‘discovered in several 
countries, notably Spain, U. S. S. Re, Palestine, and the United States, 
Franco-German control of the world potash markets was disturbed at inter 
vals by the competition of the uncontrolled production of the new producin 
countries, but this interference was met by taking the disturbing countrie 
into the cartel or by making marketing agreements with them, Poland joie: 
the cartel in 1932 and was allotted a share in world markets, By 1936 the 
Spanish potash industry had begun to constitute a threat to the internatic: 
cartel, and negotiations ended with Spanish output coming under control. — 
ie reported that the cartel succeeded in effecting marketing agreements wit. 
both USSR. and Palestine. When the Spanish Civil War eliminated Spain 
from the cartel its allotments were taken over by the other members, Be- 
cause of legal restrictions the United States was not in the cartel, but 
at the beginning of 1939 world potash producers, with the single exception 
of this country, were in apparent agreement both as to price and their 
respective shares of the world market, 


The total production of potash in all countries rose from a little 
over & million tons (actual K,0) in 1918 to about 2 1/2 million tons in 
1929; in Germany alone the putiut doubled. Notwithstanding the new source: 
of supply the world-wide depression cut sales ‘in half, but after 1932 tie 
total ld abruptly, reaching nearly 3 1/2 million tons in 1938 (See 
fig. 3. eS ee , 7 


Six countries have recently furnished about 99 percent of the world 
potash, (See fig. 1.). In 1938 Germany still dominated the world markets, 
providing more than three times as much potash as France, the second larg: 
producer, although Germany's share of the total had decreased to 62 percez' 
as against 95 percent in 1918, Even before war was declared in September 
1939, about 20 percent of the world potash supply was coming from deposits 
developed largely since the World War, but the cartel controlled over 80 
percent of the total and virtually the entire output outside of the United 
States from deposits largely developed after the World War, Domestic pro 
ducers had just begun to compete strenuously with importers in their hore 
market and to venture into export trade in a small way. 
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Figure 3.—World production of actual potash (K,0) by principal producing countries, in metric tons, 1918-38, (Source of 
data: Mineral Resources of the United States, and Minerals Yearbooks, Geological Survey and Bureau of Mines.) 
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RISE OF A DOMESTIC mnDUSTRY3/ 


The two decades following the Armistice in 1918 were an eventful period 
for the potash industry of the United States, The end of the war made 
available in the American market competitive French and German potash salts 
at less than pre-war prices and collapsed most of the American potash opera~ 
tions, In 1921 domestic production declined to 10,171 short tons of potash 
(X50), only about 5 percent of normal domestic requirements, 


Of the various potash enterprises that sprang up during the World War 
only a few survived — those employing the California brines, molasses—dis~ 
tillery waste, and flue dusts from blast furnaces and cement mills, fFurther- 
more it appeared that potash from the then=known domestic sources could com- 
pete with foreign potash only when it was a byproduct or at least one of 
several joint products, 


The search for rich bedded deposits of high-grade water-soluble potash 
salts, however, was continued. In 1925 traces of sylvite (KCl) had been 
recognized in cuttings from an oil well drilled in Zddy County, N, Mexe, 
and in 1926 a 5~foot bed of polyhalite, a potassium-magnesium—calcium sul- 
fate, had been cut in a well sunk in search of potash in Midland County, Tex, 
In 1926 the Federal Government appropriated funds for 5 years exploitation 
and development. Core drilling under supervision of the Bureau of Mines 
and by private interests in the Texas—New Mexico area disclosed the exis~ 
tence of a potash basin containing beds of sylvite (KCl), polyhalite 
(2580, .MeSO.2CaSOy.2H20), carnallite (KC1.MgC15.6H,0), and langbeinite 
(Z80,.2MeSO, ) of such quality and quantity as to promise successful com- 
mercial exploitation. Shaft sinking was begun, and in 1930 the first shaft 
to reach the potash beds, that of the United States Potash Co., was completed 
near Carlsbad, Eddy County, N. Mex. ‘The first shipments of sylvite were made 
early in the following year, In 1934 the Potash Co. of America completed a 
shaft and began shipping sylvite-bearing salts, A third company, the Union 
Potash & Chemical’ Co,, controlled and managed by the International Agricul- 
tural Corporation, completed a shaft to the potash beds for the production 
of both potassium chloride and potassium sulfate. Meanwhile, in California, 
the American Potash & Chemical Corporation had developed into an important 
Producer of coproduct potash from the Searles Lake brines, 


From 1921 to.1939, owing to intensive development of natural brines and 
bedded deposits, the production of domestic potash increased more than thirty- 
fold in 17 years » from 10,171 short tons of K50 in 1921 to over 300,000 tons 
in 1938 and 1939, Production from natural brines rose yjrem 6,057 short 
tons of K,0 in 1921 to more than 100,000 tons in 1938, 4 owing chiefly to 
the activities of the American Potash & Chemical Corporation, From 1921 to 
1932 natural brines were the major source of potash in the United States, 
but in succeeding years the New Mexico fields rapidly outdistanced them and 
tow furnish about two-thirds of the domesti¢ production, Production from 


See figs, 4 and 5, 


4/ atte Paul; Potash, A New Industry Making Satisfactory Progress; New 
igh Record in 1938: Annalist, Vol. 54, No. 1381, July 6, 1936, pe 4. 
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other sources, chiefly from molasses-distillery waste and blast-furnace 
and cement=mill dusts, averaged only a few thousand tons a year throughout 
the entire postewar period, 


DEVELOPMENTS IN 1939 


Early in 1939 the combined productive capacity of the world potash-. 
producing countries (see fig. 6.) exceeded existing demand, even without 
Spain, which was about to resume operationse Of the previous year's output 
of 3,390,638 metric tons of potash (50), Germany had furnished 2,114,000 
tons or over 62 percent of the total, France 17 percent, U. S. S. Re and 
Poland combined 11 percent, and the United States about 8 1/2 percent, 
Overproduction and destructive competition had been prevented only because 
the international potash cartel of European nations controlled more than 
80 percent of the total world production, The United States, which was oui 
side the cartel, supplied over half of its own potash requirements and ex- 
ported considerable quantities, 


The outbreak of hostilities in Europe in September 1939 between German 
and the allied French and British nations may prove a major turning point 
in the potash industry of the world, War waged between Germany and France, 
Poland was conquered by and divided between the U. S. S, R, and Germany, 
the Polish potash deposits apparently falling into Russian hands, ‘The 
German and French potash industries were separated, and independent offices 
were opened in New York for the sale of French and German potash salts, 
German potash exports were cut off from this and other overseas markets by 
the British blockade, In the United States domestic production again begar 
to expand. Productive capacity in this country is considered adequate to 
meed domestic demand, but additional potash—bearing areas at Searles Lake 
were opened to further exploitation. The leading potash~producing companie 
ave reported to have voluntarily stopped potash ‘exports to meet the require 
ments of the domestic market, and assure to the omer scan farmer his quotas 
of potash fertilizers, 


FORMER MARKETS FOR GERMAN POTASH 


New markets for domestic potash were opened up to replace partly or 
completely German potash, at least for the duration of hostilities, in bots 
, domestic and foreign fields. The size and extent of Germany's market in 
1938 are shown in the two following tables from official German foreigm 
trade statements, 
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Exports of natural raw potash salts from Germany in 1938, by . 


countries of destination 


Metric tons . 


Netherlands weoccece Esthonia secescec 


Denmark’ <\a:s:s'v.eeeeeies Lithuania ....... 8,185 
DelEIWH ose <eceesees New Zealand ..... 6, 843 
Czechoslovakia seeee Switzerland ..... 4.126 
REION Kis oa wedeanes Tel ahd: siws'oeeGn 2, 468 
Great Britain sesso. Yugoslavia ..ece. 1,97 
United States ....e6 Hungary ceccoccse Leah 
TLAEy fe gwieegs ceanes Ceylon. scrssssicas 610 
LAWIA cacccusecye'gs China écssesseekc 600 


Brazil eoereeeeeeee 
FUMED TS  veiscere ores’ 


Exports of processed potash salts from Germany in 1938, by 


countries of destination 


Thitea States eeeree Denmark eoreresce 


JED spe bsuusacaacs British Malaya .. 1,637 
Great Britain sesece NOUWSS oe vasieesee 1,534 
Netherlands eeeeererve Portugal A he te di 1,3 5 
ly cnesepesceaey ne New Zealand ..... 1,048 
Canada ee ee China @overeeeren 951 
Belgium eeerereeresoe Finland eoerreceee 915 
BUOENL, Scie muieew an EMR GAPT swe eeu 563 
COREE oo iep coc cea ae British India ... 532 
WORN ccvanwedsaebe EAtVila:<icweewsioes 512 
Union of South Africa ALDENLA: secceedes 4) 500 
PUMETALLD. os wee enteieis EEO scadaneends 296 
Other British America Switzerland ...e. 272 
Other American .eeee MAt106 cece ners 263 
CUPION oe ses eranicerese British Mediter- ' 

Czechoslovakia sees. PANG Kisewdace 172 
Netherland India .. ELGG. sed eweewexe, i 149 
5 a ee OS Otter #ritich Atrica }. 147 
Canary Islands ws... Yugoslavia seveee 134 


Treland @eaeeveevevrene® Costa Rica @eeeeve 


Luxemburg 


OPPORTUNITIES FOR NON-GERMAN EXPORTERS © 


The first of these tables shows that only a few markets, totaling 
15,000 to 80,000 metric tons, are opened for the sale of the natural raw 
Dotash salts. Most of the German markets for potash of this type were in 
nearby countries which Germany can still reach either by water or rail. 
Great, Britain and the United States are the largest markets that have been 
pened to other shippers, and smaller markets are in New Zealand, Ireland, 
Ceylon, China, and Brazil. 
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’ The markets for processed potash salts, totaling approximately 
315,000 metric tons, are much more numerous, and by far the majority of 
them are now cut off from German potash, The United States, Japan, and 
Great Britain are the principal prospective purchasers of potash salts froz 
sources other than Germany, but there are many other countries in Europe, 
Asia, Africa, Oceania, and the Americas with a capacity of a few thousand 
tons each, 


Several nations besides the United States - USGB, Spain, Palestine, 
and France - are in a position to compete for Germany's former potash 
markets, All of these have an advantage over the United States in- Europes: 
countries, especially in sales of natural raw salts. The United States, 
however, is not so badly handicapped in supplying processed salts and in 
the more distant maEOne 

Markets captured under the abnormal economic conditions prevailing in 
war times may prove only temporary outlets and hence not worthy of the 
heavy capital expenditures necessary for additional plant capacity unless, 
of course, these costs can be written off during the period of the war, the 
length of which cannot be forecast, When peace is restored certain general 
trends are likely once more to assert themselves, . Whatever the new "balanc 
of power" in Europe, whatever realinements are made among the nations, and 
whatever nations disappear, Germany may be expected to regain access to the 
seas and to make efforts to regain former markets throughout the world, Th 
immense potash resources of the U. S. S. Ré likewise must be reckoned with 
eventually. The industry ‘in Spain already has begun to recover from the 
effects of civil war, and production in Palestine and France, as well as in 
the United States, is said to have been stepped UPe am 


The demand for potash has grown rapidly in recent years and doubtless 
will grow still more, However, as know reserves in the half~dozen leading 
producing countries are relatively largo and as export credits mean so much 
to most of these countries, it ts doubtful whether demand will continue to 
grow as fast as productive capatity, Even when Germany had a world monopol) 
the threat of overproduction forced the closing of many plants, and for max 
years subsidies to owners ee Mnese surplus plants Conave Hutee a nOENY burde: 
on the industry, ; 


Under these circumstances dnseiess producers are going. phos slowly. 
They have instituted a self-imposed embargo on exports and have fixed their 
attention on the home market. This market is concentrated mainly in the 
Southeastern States, Domestic potash probably costs less to produce than, 
the German product, but transportation is likely always to cost more fron 
domestic producing sources in New Mexico and California than .from Germanys 
In foreign markets a new status quo may be established and production regu- 
lated to correspond with demand by a new international cartel, but American 
producers, being prohibited by statute from making any agreement to fix 
prices or sales quotas in their home market, must consider the effect of the 
law of supply and demand even more realistically than foreign producers. 
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